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New Facts on Medical Costs 


Mr. Wixiiamson: Last year five hundred thousand families in this 
country had medical bills as much as or greater than their total wages 
and income during the year. Perhaps you were among the fortunate 
majority in good health all during the year, and you did not find your 
medical expenses burdensome. If you were like most American families, 
however, you found that you were spending about one dollar of every 
twenty-five dollars of your income for medical bills. The total bill for 
health services incurred by American families last year was ten billion, 
two hundred million dollars. This burden fell lightly on some; heavily 
on others. There were, for example, three and one-half million families 
who had total medical bills of five hundred dollars or more last year, 

The problem of costs of sickness to the individual and to the nation is 
a serious and a continuing question. We need to have more facts about 
it, so that as individuals and as a nation we can solve the problems more 
intelligently. On today’s Rounp Taste discussion we propose to talk 
about the facts recently acquired through the research survey of the 
Health Information Foundation’s study of family medical costs and the 
coverage of these costs by various health insurance programs. Mr. 
Anderson, would you state some of these new facts about medical costs 
which were revealed in this recent survey ? 


Mr. Anperson: We have a lot of new facts in this survey, because no 
such facts have been revealed since 1932. We find today, for example, 
that the average annual medical cost for a family in the United States 
today is around two hundred and seven dollars. Now, that may mean 
nothing or a lot. For example, some families have no cost during the 
year; and other families have a great deal. The new element in this 
study added since 1932 is the appearance of medical insurance, where 
we now find that about 15 per cent of the total bill in the country today, 
and 50 per cent of the hospital bill, is covered by insurance. 


‘Mr. Rorem: I am glad that you presented the material this way, be- 
cause you made it sound like old times. On a similar nation-wide study, 
based upon 1929 information, we found that the people were spending 
about three billion dollars a year, or about 4 per cent of the national in- 
epme directly from their families. 


we 
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Mr. Wituramson: You are probably the “father” of health insurance 
so far as prepaid hospital care is concerned in the nation, Mr. Rorem, 
and you participated in an important study of medical costs a number of 
years ago. What is it about medical costs which makes public discussion 
of them a persistent and a continuing matter? After all, we do not talk 
in public affairs about the price of automobiles or the cost of washing 
machines. 


Mr. Rorem: I am glad that you asked me that, because I was already 
launched on the fact that it sounded like the good old days; yet, there 
is one basic change. The thing which remains the same is the concern 
of the individual about his personal problem, because no individual can 
tell when he is going to be sick or what it is going to cost him. He may 
be average in many respects, but he cannot be sure that he will be 
average on matters of medical cost. This average amount of two hun- 
dred and seven dollars per individual family per year which has been 
mentioned may be fifty dollars a year; it may be five hundred dollars 
a year, as you have indicated. What we are looking for and what the 
individual is looking for is some way to turn that uncertainty into a 
certainty or an average; and that is where health insurance comes in. 


Mr. Wititamson: I think that I should say that the Health Informa- 
tion Foundation, which commissioned you, Mr. Hart, to make this sur- 
vey of medical costs and health insurance, is supported by grants from 
about one hundred and thirty drug and chemical companies and is 
organized with the specific aim of providing reliable facts to eliminate 
guesswork regarding family medical cost and thus to set a baseline from 
which the effectiveness of the nation’s health services can be measured, 
so that steps can be taken to provide more satisfactorily better protection 
against medical costs. Tell us, Mr. Hart, how this study was made. 


Mr. Harr: First, I should say that this problem which you brought tc 
us, Mr. Anderson, and which it fell to the lot of Mr. Jacob Feldman (of 
the National Opinion Research Center) to carry out, was not only < 
very difficult one but was an extremely interesting one. Obviously, it is 
not feasible to collect data from all the families of the country, so wha 
we did was to follow well-established practice in the survey field. We 
drew a good representative cross-section of the families of the country 
numbering approximately twenty-eight hundred families. From thes¢ 
twenty-eight hundred families we collected quite detailed data concern 
ing their costs for medical care during the past year; the amounts anc 
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kinds of insurance which they had to help them bear the burden of 
these expenses; and other information, including some information 
about their satisfactions and dissatisfactions with their insurance. That 
the results are dependable, I think, is instanced by, let us say, the current 
population survey which is done monthly by the Bureau of the Census. 
We find that on the basis of samples of this character, if they are care- 
fully drawn, we can derive results which are quite dependable. In this 
case the results, although they are stated precisely, are subject to some 
error; but, if they are accurate within 5-10 per cent, that is sufficient for 
the purposes. 


Mr. WitiiaMson: We have introduced the baseline for this discus- 
sion—the fact that we certainly need to know more about medical costs, 
and Mr. Hart has shown that these facts are valid. We now ought to 
get into some specifics of the things which were found in the study. 


Mr. Rorem: I would like to ask Mr. Hart if things were found to be 
much different from what they were twenty-five years ago. We found, 
for example, that people were seeing their dentist on the average every 
two years instead of twice a year as we had expected. Are they doing 
any better now? 


Mr. Harr: No, they are not doing any better. I think that now they 
visit their dentist about once every three years; and I was a bit surprised 
by the fact that only 34 per cent of the individuals see a dentist about 
anything during the year. I do not know what you found on that, but 
that strikes me as being relatively low. We did find that going to a 
dentist is directly related to the family income—the lower the income, 
the less dental care they have. 


Mr. Rorem: I would like to ask another question on that. I will 
address it to Mr. Anderson, who is also very close to all this. One of the 
things which interested us was that about 16-17 per cent of the money 
went for hospital bills. How is that figure in this new study? 


Mr. Anverson: This new study brought out patterns similar to those 
found in the study twenty-five years ago; but the hospital percentage of 
the medical dollar is slightly higher this time. It is 20 per cent; and the 
physician portion remains about the same—37 per cent now. 


~ Mr. Witttamson: Would you say that this indicates some definite 
Aew trend? Do I gather this from your statements? 


TRG 
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Mr. Rorem: I would like to say that I think that it reveals a trend 
which has been going on for some time: More people go to the hospital 
now than used to; they go more quickly; they do not stay so long. But 
the character of the diagnostic services available in the hospitals, much 
of which is required by the medical profession, takes more people to hos- 
pitals, so that more of the medical expenditure is incurred within the 
hospital. A certain portion of that, of course, goes to medical practi- 
tioners; but it is thought of as if it were a hospital bill and properly so. 


Mr. Anverson: There are twice as many hospital admissions in the 
nation today as there were twenty-five years ago, as was brought out in 


this study. 
Mr. Rorem: That is correct. 


Mr. Anverson: Also in this study we show an appreciably higher 
number of hospital admissions for those who have insurance as against 
those who do not have insurance; and the same is true for surgical care. 


Mr. Rorem: Could I interrupt just a moment to say that I think that 
the folks would like to have it made clear that there are not only more 
people going to the hospitals because we have increased population but 
proportionately twice as many people go to hospitals as used to go. 


Mr. Anverson: Oh, certainly. Yes. 


Mr. Wiutamson: You people bother me. I begin to gather that we 
are sicker than we used to be, and I have been hearing all these figures 
that the health of the nation is better. 1 wonder if you can interpret those 
figures a little further to me as to who it is who is paying for these 
medical costs. 


Mr. Anverson: There is certainly no evidence that people are sicker. 
The evidence, if we could gather it, may be that they are healthier. But 
it is easier to go to the hospital now because of insurance and other fac- 
tors; but we cannot say that people are sicker. 


Mr. Harr: I would like to call attention to one factor which I think 
we all need to keep in mind. On this matter of the incidence of illness 
and the incidence of cost of illness by families, we talk about averages, 
whereas averages may be somewhat misleading. I would like to point 
out, however, that they do have certain advantages. For example, if 
we wanted to measure the impact of medical expenses on the population 
as a whole, this figure of two hundred and seven dollars per family per 
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year is perhaps a very good measure of it. Of course, that is very un- 
evenly distributed; and, as Mr. Williamson pointed out, some families 
spend a very high proportion of their income, and a half-million of 
them spend more than their income. 


Mr. Witiiamson: We have discussed now the general background of 
costs for medical care; and we know that health insurance is a serious 
problem. You gentlemen have brought up this point now that health 
insurance is a means for us to meet the problem. I would like to hear 
about the success of this insurance. 


Mr. Rorem: Could I say just one word before we leave this other very 
important discussion? The ten billion dollars which we have talked 
about refers to the money paid out of pocket by the families themselves 
through insurance premiums or to doctors. It does not include approxi- 
mately two billion dollars, or about a dollar a week per family, which is 
paid by them as taxes for support of the public health services, the men- 
tal and nervous hospitals, the care of the veteran, the city and county 
hospitals, and so on. I want only to mentien that these are family ex- 
penditures which are covered by the insurance principle. We want to 
establish that point. 


Mr. Anperson: Yes. The effect of insurance on the total cost today can 
be stated as follows: In the over-all ten billion dollars which was men- 
tioned earlier, 15 per cent is covered by some sort of insurance today; 
but, to make it more meaningful, let us break it down by hospital serv- 
ice, for example. Half the hospital bill today is covered by insurance, 
which shows what has happened in the last fifteen or twenty years in 
the hospital field. For surgery, 38 per cent of the surgical bill is covered 
by insurance today. These are some rough measures. 


Mr. Rorem: If I understand it, your data have shown that somewhat 
more than half of the people have some type of health insurance at the 
present time. You are not saying that half the sickness bills in the coun- 
try are paid by health insurance? 

Mr. Anverson: In the hospital field, yes. 

‘Mr. Rorem: In the hospital field, yes, but not elsewhere? 
~ Mr. Anperson: No. 


= Mr. Witutamson: Why is it that more people do not have this health 
insurance? That is the issue which confronts me out of these figures. 
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Mr. Rorem: First of all, it is only fair to say that half the population 
is a large percentage. 


Mr. Anperson: I might give you some background on that as to who 
has what in the form of health insurance. Roughly over half the popula- 
tion has some form of hospital insurance; by income, of those with in- 
comes over $5,000, 80 per cent have some sort of insurance; those under 
$3,000, around 40 per cent have some insurance. Then there is a differen- 
tial between farmers and those living in the city. Those living in the city 
have the higher proportion of insurance. So there are differentials in 
many ways. 


Mr. Wixitamson: Is it not a fact that certain people just do not buy 
insurance and do not believe in insurance; or is it a fact that insurance is 
not available to some groups of our population? 


Mr. Rorem: I gathered from the statistics that we can make this gen- 
eralization: Participation in an insurance program is partly a matter of 
convenience. If people are employed in groups, in cities where it is easy 
to reach them, they are more apt to have it. 


Mr. Harr: I am glad that you mentioned that last fact, because we 
found in the study that the vast majority of people who have insurance 
get it through groups and that a great many of those people who are 
carrying their insurance as individuals now, not through group pay- 
ments, got their first insurance because they were members of a work 
group which as a whole came to be covered by prepaid medical insur- 
ance. 


Mr. Wititamson: The problem to the public generally—and I am 
sure that it is one that we see them constantly asking themselves—is 
whether all this health insurance is equally good. What are the factors 
involved in enabling the public to judge whether health insurance is 
equally good? Some of your figures shed some light on that. 


Mr. Anperson: Certainly one of the criteria: What portion of the bill 
does the insurance cover? In relation to hospital expenses, for example, 
we found that there was a certain portion of the families who had hos- 
pital insurance and received benefits who were covered by only 20 per 
cent of the hospital bill. Then there was a large portion where about 
90 per cent of the hospital bill was covered. So there is a great range in 


the extent to which hospital insurance covers the hospital bill. The same 
thing is true of surgery. 
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Mr. Harr: Would it be appropriate to call attention here to the fact 
that there are vast areas of medical expense in which insurance is prac- 
tically not available at all today? 


Mr. Rorem: That is a very important point to make and to empha- 
size the fact that hospital care and the expenses incurred in hospital 
illness have always taken the leadership. They represent large expendi- 
tures. They are accompanied by absence from gainful employment. 
There is a doctor’s bill and frequently a special nursing bill which is 
involved. But the final test of whether protection or insurance is good is 
whether or not it provides the care which a person needs. To put money 
into a man’s hand is not the same as to see that he is properly taken 
care of. 


Mr. Wituiamson: Would you say too that another major factor is that 
the health insurance cannot provide for services which are not available 
in your community? In other words, if there are no hospitals there, you 
cannot have hospital care through health insurance. It is just a financing 
mechanism, is it not? 


Mr. Anperson: Is that a particular problem now, do you think, with 
the Hill-Burton Act, and everything else of the past few years? 


Mr. Wixuiamson: There is plenty of evidence yet of the need for beds 
in certain sections of the country. 


Mr. Rorem: I gathered that Mr. Anderson is referring to that aspect 
of the Hill-Burton Act which is federal legislation and which provides 
for construction in rural areas or communities that do not have ade- 
quate hospitals. Probably there are enough hospital beds at the present 
time if we can find a way to finance the care. 


Mr. Hart: I would like to raise one question in this connection, Wil- 
liamson. You asked about the goodness of the health insurance which 
is available. We turned up one set of facts in this survey which is quite 
interesting, and I do not think anybody knows quite what it means. But 
we did find that the people who have heaith insurance spend consider- 
ably more out of their own pockets for medical care than those people 
who do not have insurance. That is, after you have excluded payments 
for the insurance itself and the benefits received from insurance policies, 
taey still pay more. What does that mean? Does that mean, Anderson, 
if your judgment that people who have insurance get oriented toward 
i the problem of health? Or do they get into the hands of doctors and, 
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once there, go ahead and get other things which they need that they did 
not know they had? What is the explanation? Have you any idea? 


Mr. Anverson: I must admit that that was one of the most startling 
facts which came out of the study; and it has been bothering me ever 
since I saw it. There are several reasons for the rise in cost which can- 
not be broken down. First, there was the increase in utilization, as was 
noted, and then apparently, since only a few classes of services are in- 
sured, it raises the whole level of utilization of all the other services as 
well. And thus may also be the factor of a person’s going into a private 
room, let us say, instead of a semiprivate room and paying the difference. 


Mr. Wixtiamson: I gather from what you gentlemen have said then 
that one of the “missions” of health insurance is protective health— 
“preventive” medicine. I would like to hear Hart give us some of the 
attitudinal material which I believe he has found on catastrophic illness 
and what people think about this subject. 


Mr. Harr: We did not inquire directly into catastrophic illness, but 
we did ask people whether they were satisfied with the insurance which 
they had; and we did give them, in one of the studies which we did on 
a local scale, a choice between what they would rather have—an insur- 
ance policy which covered the major illness cost—these excessively high 
costs which sometimes hit families—or whether they would rather have 
an insurance policy which takes care of more of the ordinary costs, 
like the visit to the family doctor or having the family doctor come 
into the home because somebody has a cold, and so on. There were 
some interesting results from that. Certainly the results show that 
people like health insurance, even though they do not give it much 
thought, and, in a sense, take it for granted, and their interest in it is 
more or less marginal or peripheral. The people who do not have it 
are favorably inclined toward it, but it is not, on the whole, insurance 
against these comprehensive or against these catastrophic illnesses, these 
very expensive illnesses, in which most of the people are interested. 
They want the ordinary costs covered; they want more comprehensive 
benefits under this. 


Mr. Rorem: What you say checks with facts brought up elsewhere. 
People want protection and a feeling of security against something 
which might happen rather than participating in a lottery with some 
grand prize which may or may not happen. Consequently, the idea, for 
example, of having home and office call benefits included has quite an 
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appeal, because it might have the advantage to them of avoiding a trip 
to a hospital. So far as, of course, the insurance plan is concerned, avoid- 
ing a trip to the hospital is an important factor in the expense paid out 
on behalf of the policyholder. 

Mr. Wiuiamson: In using this term “catastrophic illness,” you are 
not talking about a certain type of “pain in the tummy” are you, Ander- 
son? It is economics about which we are talking, is it not? 

Mr. Anperson: No. It is a “pain in the pocketbook” rather than a pain 
in the tummy, as you put it. 

Iam concerned with implications which Mr. Hart brings out if people 
want the broader range of services; because at the present time, when 
we look at physician services only, 13 per cent was covered by insurance 
at the present time, which shows that we have a long way to go if we 
are going to go in that direction. 

Mr. Rorem: But I would like to say, Mr. Anderson, that we have to 
speak of these ratios of 13 per cent, and so forth, in terms of insurable 

_ risks. Those policies where the protection is most important and cover- 
_ ing the expensive or hospitalized illness is the place the emphasis should 
be put in my opinion. 

Mr. Anperson: But the public is not concerned with what is insur- 
able and noninsurable in this case. 

Mr. Wituiamson: It sounds to me as though health insurance is doing 
a pretty good job for a good many people and maybe a less good job 

for some other people. It seems to me that in studying and trying to get 
; at the particular problems like catastrophic illness and comprehensive 
| illness is the issue that faces health insurance in the future. 

What about all these people who are not yet covered? Are we going 
( to be able to do something for them through health insurance? 

Mr. Harr: Certainly the studies which Anderson and Feldman did 
'here show that there are certain segments of the population which are 
| highly problematical. There are the old people who are no longer earn- 
iing and who have more illnesses, because they are in the age where 
‘chronic illnesses take effect. There are the people who do not work in 
‘sroups, the nonunion people, the self-employed—and I mean by the 
Self-employed” not just the small merchants but the housemaids and 
‘ether people of that character. Those are our real problem areas. And 
ten, of course, there are other people who are indigent, who cannot 
vafford to pay their own insurance. 
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Mr. Rorem: I would like to supplement what you said, Mr. Hart. You 
mention these categories of people who find it inconvenient to join be- 
cause the character of their employment—and they are a significant 
part of the population—makes it hard for them to get into insurance and 
hard to arrange for it. The question becomes, then, whether or not some 
type of legislation might be required to make it easier for them by re- 
quiring them to do it. 

Then, there is one other point which I just want to mention briefly. 
Obviously people who do not have incomes cannot join health insurance 
plans. 


Mr. Wituiamson: If I can interrupt you a moment, who are these 
groups? I wonder if you could identify the groups about which we are 
talking here now? 


Mr. Rorem: The groups who find it hard to join? 


Mr. WiLLiAMson: Yes. 


Mr. Rorem: The farmers, for example, whom it is hard to get to, be- 
cause of the distance between their residences; people in villages who 
are employed singly, as has been mentioned; the people in personal 
service, particularly at individual residences. But the second group that 
I had in mind who might find it convenient to join but impossible to 
join are the people without incomes and who are on relief or who are 
unemployed. 


Mr. Anverson: The ones without income today are about five or six 
million, who are on relief, as it were; and whatever “low-income group” 
may be, if it is under two thousand, I think roughly around 20 per cent 
of the population of the families are under two thousand dollars income. 


Mr. Harr: Do I understand correctly that the prospect of including 


those people on any voluntary basis under an insurance program is 
relatively slight? 


Mr. Anperson: That is certainly indicated. 


Mr. WitutaMson: Would you say that for some of these low-income 
groups, wherever that may fall, it may not be an insurance matter? Is it 
not maybe a problem of just getting some money? This issue of govern- 
ment subsidy may have to be looked at pretty realistically if health in- 
surance is going to be taken to some of these people. 


Mr. Rorem: We should sharply contrast health insurance from goy- 
ernment medicine, because health insurance is a way by which a group 
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of people pay for service for themselves; and government medicine is a 
way by which the taxpayers pay for an entirely different group in the 
population ordinarily according to the American tradition. 


Mr. Witiiamson: What would you say were some of the obstacles to 
extending this? 


Mr. Anperson: There are some who think, of course, that you can 
utilize the present voluntary plans by some sort of subsidy to the low- 
income or other similar groups and be covered by the plans; and the 
plans themselves will not carry the risks. 


Mr. Rorem: In my opinion the best way for a governmental agency to 
' take care of that is to take these people clear out of the voluntary plans 
(on some orderly type of government support. They get food, clothes, 
; and shelter from the government while on relief. They ought to have 
1 medical care. 


Mr. Harr: You mean by “take them out” that the voluntary plan 
‘would not be used as an administrative mechanism? 


Mr. Rorem: They might handle the money, but they would not raise 
the money. 


Mr. Harr: Would you also exclude compulsory insurance? 


Mr. Rorem: I think that compulsory health insurance is not indicated 
in the United States at the present time in anything like the very near 
future. 


Mr. Wituramson: In this discussion we have been examining the 
‘facts revealed by the study undertaken by National Opinion Research 
Center and sponsored by Health Information Foundation. An over-all 
vappraisal of the results of the study indicate several things which I 
»would like to enumerate quickly: First, that a sizable portion of the 
opulation is not yet protected by health insurance; and apparently a 
yzood many people have not yet accepted the insurance principle for 
‘financing their health needs. That is important for us all to bear in 
-mind. Those persons not now protected are going to be the most diffi- 
rcult to enrol, as you pointed out, because of the factors of cost and of 
adrninistration; and many of them, of course, are those who also need 
it most. I think that, lastly, we might say that the first problem in over- 
all planning of health services is to define the device through which 
they can be made available. There is conclusive proof that ppllunery 
agalth organizations have the device. 


Summary of the 


NATIONAL CONSUMER SURVEY OF MEDICAL 
COSTS AND VOLUNTARY HEALTH 
INSURANCE* 


Conducted by the National Opinion Research Center 
for the Health Information Foundation 


* 


The study covers the distribution of the volume and cost of personal 
health services experienced by families and the extent of voluntary health 
insurance in the United States. The study was planned so as to be able to 
compare the experience of those families having some protection through 
health insurance with those which had none. The field work was conducted 
during June and July, 1953, and covered the period of the prior twelve 
months. 

Single interviews were made of 2,809 families in their homes. These 
families comprised 8,846 individuals representing a national sample of the 
population of the United States, subdivided by age, sex, income, size of 
family, rural, urban, occupation, and region. A sample of “area probability” 
type was used in the study. The representativeness of the study was checked 
wherever possible. The estimates derived are generally reliable within small 
margins. 

The four sections into which the study has been divided are: (1) en- 
rollment in voluntary health insurance; (2) the expenditures for personal 
health services; (3) the utilization of personal health services; and (4) debts 
among families due to the costs of personal health services. 


Summary Report No. 1: Enrollment 


1. 58% of the population, or 89,500,000 people, have some type of health in- 
“surance. This represents a growth of 83,900,000 in the past 15 years. 
2. 57% of the population, or 87,400,000 people, have some type of hospital 


insurance. 


3. 48%, of the population, or 74,500,000 people, have some surgical or other 
medical insurance. 
(Most of the 48% have in-hospital physicians’ services other than surgery, and 
4%, or 4,900,000 people, have substantially complete physicians’ services.) 

4. An analysis of families with some coverage, by income group show that 
(each of these groups represent about one-third of the families in the U.S.) 


* Reprinted by special permission. Copies of the complete text of this survey, which is 


reported in four parts, may be secured from the Health Information Foundation, 420 
Lexington Avenue, New York City. 
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Wrdets 55: 000n. seen o> 41% have some coverage 
$4,000—$5,000 pee ee NSE 
$5,000 andmeoverwa. eke 80% 


(There are a good many aged, widows and indigents within the $3,000 in- 
come group.) 


. 70% of families in urban areas have some coverage. 57°/, in rural non-farm 


areas have some coverage. 45°/, in rural farm areas have some coverage. 


80% of families with some coverage obtained their policies through their 
place of work or through some other group. 


Norr.—These figures are a measure of sheer number of people enrolled in volun- 


tary health insurance with no attempt to indicate the degree to which insurance pays 
the family costs of personal health services. 
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Summary Report No. 2: Costs 
National Figures 
A total cost of $10,200,000,000 was incurred by families for medical and 
dental services and goods. 


Norrt.—This represents what was charged families by hospitals, physicians, dentists 
and other suppliers of medical goods and services and paid by families or on behalf 
of families by insurance. This total then excludes the portion paid by government 
and private charity. Approximately $1.8 billion. 


. 15% of this total gross cost of $10.2 billion incurred was covered by insurance 


benefits. 
This figure is meaningful only when total gross costs covered by insurance 
are broken down by various services, since dentists, medicines, and a great 
deal of non-surgical physicians’ services are not covered by insurance at the 
present time, nor is there a consensus that all services should be covered. 
Further 42% of the population do not have health insurance. 
Breakdown of the cost and insurance coverage: 

Aggregate %o Covered by 


Aggregate Gross Insurance Insurance 
Costs Incurred Benefits Benefits 
(In Billions) 

ELOSPICl Samper tr Ans cle eee ite $2.0 $1.0 50 
BEER SICIALES! s MVARch oe Mksre ee tre ates 3.8 0.5 13 
NESTS ee ie Eadie ae ea CT ROR 0.8 0.3 38 
HBPOLITLS ESI Ny ics Secs CIE tet 1.6 - 0 
RRCCH Ide Bh es Ne stey erates ote te 15 * 0 
Vj Gb Ree ere ee iS * 1 


* *Less than $50,000,000, 


Family Costs 
The average gross costs incurred by families (both those with and without 
insurance) for all services during a year was around $205. The breakdown of 
gaverage cost per family by type of service was: 
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Physiciaviss es etde vuelto tae $78 Byes 
Flospitalst crear 40 20 
Medicines’... ees oe 31 15 
Othemrasssuss dec sade ee 26 13 
Dentists sige 33 16 


2. The median gross costs for families with insurance was $145, and $63 for 
families without insurance. 


Notr—The median means that one-half of the families were over and one-half 
under the foregoing figures. These data indicate that families with insurance incur 
twice the cost of those without insurance because of greater utilization and perhaps 
more expensive services such as private room instead of semi-private. 


3. The distribution of costs of personal health services by percentage of family 
income is as follows: 
5%, of the families, or 2,500,000 families, incurred costs of 20 to 49% of their 
incomes; 19/, or 500,000 families, incurred costs of 50 to 99% of their incomes; 
and 1%, or 500,000 families, incurred costs equalling or exceeding 100% of 
their incomes. This table should afford a measure of “castastrophe” wherever 
one wishes to draw the line. This means 7°94 or 3,500,000 of the nation’s 
families had medical expenses totaling 20% to 100% of their incomes, or 
more, for the year. 


Proportion of Costs Covered by Insurance 
1. 89% of gross hospital costs covered for 50% of insured families receiving 
services. 


2. 75% or more of gross surgical costs covered for 50% of insured families 
receiving services. 


3. 60% or more of gross obstetrical costs covered for 50% of insured families 
receiving services. 


Nore.—There is agreement in the insurance field that all or nearly all of hospital 
costs should be covered by insurance and that all or nearly all of surgical costs for 
families below a certain income should be covered by insurance. 


Summary Report No. 3: Utilization 
Hospital Care 


1. Admission rate for those with insurance was 13 per 100 and for those without 
insurance 10 per 100. This underscores the fact that people with insurance 
utilize hospital services more than those without insurance. 


2. Average number of hospital days per 100 persons with insurance was 110 
days and per 100 persons without insurance was 80 days. 


3. In the family income group over $7,500 the hospital admission rate is equal 
for those with some insurance and those without insurance. 


Hospital admissions by income groups reveal a great difference between those 
with insurance and those without insurance with family incomes of less than 


$7,500. 
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4. Hospital admission rate: 


Location Hospital Admission per 100 People 
With Insurance Without Insurance 
Wibankey. Meee: ate ee aes 12 9 
Ruralenon-tarmne eee eee 14 11 
Ruralsfarm eee ee ee 17 9 


Nore.—There is little agreement as to what constitutes a good or desirable hospital 
rate, but it is clear that hospital insurance increases the admission rate. A surprising 
fact in the rural-urban rates is that rural farm families with insurance have a higher 
admission rate than urban families with insurance, contrary to usual opinion that 
farmers are less inclined to be hospitalized than people in urban areas. 


Surgery Performed 


1. In families with surgical insurance, the number of surgical procedures is 7 
per 100 persons, and in families without surgical insurance it is 4 per 100. 


2. The difference in the number of surgical procedures appears only when in- 
sured and non-insured are compared and is almost constant in each income 
group. 

Note.—As in hospital admissions, there is little agreement as to what constitutes 


a good or desirable surgical rate, but it is clear that insurance increases the amount 
of surgery performed. 


Dental Services 
1. 34% of the people consult a dentist in a year. 
2. Percentage of persons in families in each income group seeing a dentist: 


Income Per Cent of Persons 
Wpeton $2; 000m tmwtcsa sirs creche cnet ocr: 17 
S700 0= S240 ols Medco tence ap aeons ea ae 23 
535 (049.90 reas eee ns eas aa erent 33 
$5000 =$7;499 oe Pe enc ae 43 
‘G75 OOmANG ROVELR cee eeiceata oe Stee ees 56 


Summary Report No. 4: Family Medical Indebtedness 


. Among all families, 15%, or 6,500,000, are in debt to hospitals, physicians, 
dentists and other providers of medical goods and services, and 2%, owe $195 
or more. 

2. In absolute terms this means that approximately 7.5 million families have a 

medical debt and about one million families owe $195 or more. 

_3. The average debt among families for bills owed to hospitals, physicians, 
dentists and other providers of medical goods and services is $121. 

4. The national total debt to hospitals, physicians, dentists, and to other pro- 

viders of medical goods and services is $900 million. When debts to financial 


~ institutions and individuals are included, the total is $1.1 billion. 
‘A greater proportion, 21%, of the families with children have a medical 
_ 4debt than those without children. 


2 
iG 


al 


16 THE UNIVERSITY OF CHICAGO ROUND TABLE 


6. 4°/, of the families reported borrowing from financial institutions and in- 
dividuals to pay charges for personal health services. 

7. The greater the proportion of family income paid out for personal health 
services, the greater is the likelihood that the family seeks a loan. 


Nore.—Medical indebtedness excludes bills that were expected to be paid shortly 
after the family interview. 


An over-all appraisal of the results of this study indicates: 


1. That a sizable portion of the population is not yet protected by health 
insurance. Apparently a good many people have not yet accepted the in- 
surance principle for financing their health needs. 

2. Those persons not now protected are going to be the most difficult 
to enroll because of the factors of cost and administration. Many of them 
are also those that need it most. 

3. Though a large segment of the population has health insurance, there 
are important differences in the extent of protection purchased. More people 
need health insurance. Many people need better health insurance. 

4. The public needs to be better informed about illness costs and the 
kind of health insurance required for adequate protection, 

5. The insurance problem for those persons fortunate enough to be as- 
sociated with a group or a single employer is much simpler than for those 
not so situated. 

6. Hospital insurance is providing the greatest amount of protection and 
it is significant that this is where service benefits are most prevalent. 

7. The insured families receiving surgery are paying a sizable co-insurance 
amount for doctors’ services. This is the area where cash indemnity is most 
prevalent. The reasons for this should be studied, particularly to determine 
whether the income levels set for service benefits are too low and whether 
the fee schedules established are not adequate. People need to be assured 
that they are receiving a sufficient return for their insurance premiums. 

8. In spite of the oft-repeated statements that a good many families com- 
plain they can’t pay their sickness bills and at the same time indulge them- 
selves with tobacco, beverages, and television, this study documents the 
fact that a significant number of families suffer genuine hardship out of 
all proportion to their income. We should be able to do more than is now 
being done to bring them relief. 

9. Though it would appear to be uneconomic for some of the population 
to finance the ordinary services of physicians (house calls, office calls, etc.) 
through insurance, it is clear that these costs accumulate to become the 
catastrophe for families in the lower income levels. The possibilities for 
health insurance meeting this need of these people should be explored. 

10. It would appear that the impact of illness upon families affects 


